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CRETIFIED HAIL

Pear Applicant:

Ye have considered your application for exsmption frow federal income taxy ag
an organization deseribed in gection %01{c) (3} of the Intsrnal Revenus Code.

The Information submitted disclosez that youm were {ncovporated apder the

non-prefit corporation of the ftats of | EENEG o« I .

The purposcs for which your corporation was formad cre stated as the
charitable, literary, scientific, religions and educatioral purposes provided
for undsr section S50Liz! {3} of the Ienternal Fevenus Codz.

Yony activities will consist of operating an adoptive service for birthparants
and adeoptive parente voeciding only in . Vou intond to oparate
zimilar to the INIIIIINIGINGEGEGEEEEEEEEE : 'o:qble entity.  The chairman of
your B2ard is alsv a Board membar of the taxable ontity. Yom will provide
coungeling, intermediary and legal servicee to birthparents and adoptive
parents., You will carry out compazaionate, opan adoptiong and agreasive
recruitment of loving homes for special nesds c¢hildron., There will he ne feo
to birthmother or adoptive parents in the adopticen of winority, handicapped
aud spzcial needs children.

fay care of the birthmother w11l either be paid for by hervsslf, insurance or
by the prospective adoptive parents. Hany birthmothers will be sought by
comianrcial wevepaper advertisements. Primarily the adoptive parents will
advertise and list telephone nuymbers vhere they may be rsached by a cellect
~31l.

Your receipts will be derived from adopting parents.

The sxpenditures of the organization wowdd be for legal serwices, insurance,
salarias, taxes and licenses, telephone and travel. An escrov accoupt would
be cetablished for use in defraying the medical costs for special nceods
~hildren. ZAncther donation from revepues will be made for free of charge
adoption services to birthmothers and adeptive parents of minority,
handicapped and special needs children.
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Section 501(c(3) of the Code provideza for the exemption from fedeyral incoms
taw of organizations which are organized and operated axzclusively for

religious. charitable, educational purposes, "no part of ‘the earnings of which
inured to the benefit of any private sharzholder or 5ndiv§?uai, ng substantial
part of the activities of which i rarrying on propaganda.or otherwise
atteppting, to influence legislation, (except as otherwise provided in
subsecticn (ht, and vhich does mot participate in or intervene in dusluding
the publishing or distributing of statements), any political campaign on
behalf of any candidate for public office.”

Regulaticns section 1.501(c) (31-1(c) (1} stipulates that an crganization will
be regarded ag operated exclusively for one or mora exempt purpoges only if it
ehgages primarily in activities which acoomplish any of the acktivitiss
spoeifisd in scotion 501{c) {3}. An organization will not be go ragarded if
more than an insubstantial part of itz activitize 1s not in furthevancs of an
axappt purpode

In Easter Housa v, The United States, U.S. Claims Court 265-867T, 6/10/87 1t
was held that an organization that provided vrenatal care for pregnant wome
dzliverad babies, and placed children with adoptive parents was not
distinguichable from a commercial adoption agency,” and therefore. a
substantial purpose of the adoptive activity was a non-a2xempt commercial
purpose. The adoption agency relied entirvely on fass charged to adoptive
parznts, it scught ne funds from federal, state, cr leeal sources, if did not
engage in fund-raising pregrams, and it did not solicit contributions,
Furthermors, the adoption agency had no plans to seek contributions or
government grants or engage in fund-raising activities relative te its
operations, and it did not coordinate itz adoption activities with any
governmental adopticn agencies. Also, the fized fses the adoption agency
charged adoptive parents ware not subjset to downward adjustment to maet
potential adoptive parent's income or ability to pay. Finally, the adeption
agency was structured and operated more like a commercial organizaticn., Its
membershiy was organized into a gingle 15fe membership and an ordinarvy
memberzhip. 1ts membership was organized into a single lifa membership and an
srdinary membsrship. Similar to a sole stockholdsr in a commercial
corporation, the life member had inhsrent power and contrel, like stock, such
1if¢ membership was transferable, and like a commsrcial cerporation, the
agancy had a paid ztaff of 15 to 20 persons, without velunteer help.
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48 in the court cage citad above, yeur organizatior will rely entirsly on fees
charged to adoptive parants, you scek no funds from federal, state or local
sources, will not engage in fund-raising programe and you will not solicit
contribvtions, You alse will not coordinate your adoption sctivities with any
governamental adoption agencieg nor are your feeg scaled to meat potential
adoptive parents income or ability tc pay. The crganization is not a
meabership organization and is operated by HEEE professional persens,
Intermediary and legal fees wili ba charged on a flat fee bagia.

Based on tho information in ths preceding paragraph we have determined that
you ars not entitled to exemption wnder section 501({c}(3) and are a taxable
entity. You are required to file federal income bax returns on Form 1120,

Contributions to your organizatior are pot deductible under section 170 of the
Codle,

If you do not agree with our determination, you may request comsideration of

thic matter by the Office of Regional Director of Appeals. To do thig, you e
should file a written appeal as explained in the enslosed Publication 892. .
Your appeal showld give the facts, lavw, and any other information to sugggg*axghwwwmmﬁ
our position. If you want a hearing, please reaqusat, is wdier oo wacnr YOUE ‘
gppea§~and yon uillybe contacted to arrange a date. The hearing may be held
at the regional office, or, if you request, 3t apy mutually convanient ot
district office., If you will ke represented by someone who is not one ?f,yi
principal officers, that person will meed to file a pover of attorney or tax

information authorization with us.

If vou do uot appeal this determination ?@thiq 30 days from the date of this
lecter, %2 explained in the 2nclosed Publication 8925 this v@ll 2?ﬁ3TG\OEE N
final determination on this matter. Ip accordance.W}th éectlen £104{c} v: the
Code, we ares notifying the appropriate state qffic%aig of th@s}éetermfgag O?£
Further, if yon d2 not appeal this determinatlo? within thg tiwe pr?v; g , 1
will be considared by the Internal Reveénusz Service §§ a fax%ure tg axhaast
available administrative remediecs. Section 7428§b313) ?fOVldes, in part: o
that, "& dsclaratory judgment or dacree under t@ls gect;onnshal} nofigg issue
in any proceeding unless the Taz Cou;t, §he Cla1m§ Court, x tye dia%11cthr
court of ths United Statzs for the Dzstglct of qezumbia deterylges tha% t':
organization invelved has exhausted administrative remedize available to i

within the Iatsrnal Revenue Service.”

Sincersly yours,

District Director

Enclosure: Publication 892

.




